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SILVER LEGISLATION AND ITS RESULTS. 

BY THE HON. EDWARD 0. LEECH, LATE DIRECTOR OF THE MINT. 



From the formation of the Government our coinage legislation 
has been out of touch with the rest of the world. The first Coin- 
age Act (1792) authorized the unrestricted mintage of gold and 
silver, at the proportion of 1 of gold to 15 of silver — a ratio not in 
accordance with the commercial value of the two metals. Gold 
being undervalued in our coinage system gold coins did not cir- 
culate, but were exported in exchange for commodities at the 
commercial value of the pure gold in such coins. To remedy 
this, in 1834 (and supplemental Act of 1837), the quantity of gold 
in the dollar was reduced and the ratio in coinage was fixed at 1 to 
15.988, — practically, 1 to 16. This change did not correspond 
to the commercial value of the two metals, — silver being under- 
valued, — and, as a consequence, silver was shipped abroad, so 
that from 1834 to 1878 gold constituted our only metallic cur- 
rency. 

In 1873 Congress abolished the silver dollar — a practically obso- 
lete coin — and gold was made the sole standard of value. At that 
period this country had exclusively a paper circulation, the depre- 
ciation of which was measured by gold. The law of Feb. 12, 1873, 
was the logical sequence of the legislation of 1834-37, confirmed 
and strengthened by the legislation of 1853 (making fractional 
silver coins subsidiary), which laws practically made gold the 
standard of this country. In discontinuing the coinage of the 
silver dollar in 1873 Congress, therefore, simply recognized an 
existing fact by dropping a coin which had formed no appreciable 
portion of our circulating medium for nearly half a century. The 
entire coinage of silver dollars from 1792 to 1873 had aggregated 
only 8,031,238 pieces, none of which were in circulation. Had 
not the demonetization of the silver dollar taken place in 1873, 
it must necessarily have taken place a few years later, when the 
European countries, one after another, abolished silver coinage, 
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or else this country would have resumed specie payments in 1879 
on a silver instead of a gold basis. 

The silver legislation of this country commencing in 1878 has 
been a series of compromise measures with the advocates of free 
silver coinage. A brief review of the monetary situation at the 
commencement of silver legislation in 1878, and of what has been 
done in the way of silver accumulation since, will be instructive. 

During the War of the Rebellion we had issued, as a war 
measure, legal tender notes amounting, at the highest point — June 
30, 1864— to $447,300,203. In January, 1875, Congress passed 
an act for the resumption of specie payments which required that : 

"On and after the first day of January, 1879, the Secretary of the 
Treasury shall redeem in coin the United States legal-tender notes then 
outstanding on their presentation for redemption. " 

The amount of legal-tender notes outstanding at that time 
was $382,000,000. Before the beneficial effects of specie resump- 
tion could be realized, however, Congress passed (May 31, 1878) 
an Act which provided that no more legal-tender notes should be 
retired, but when received into the Treasury from any source, 
should be paid out again and kept in circulation. The amount 
outstanding at this time was $346,681,016 — at which it has since 
remained. Notwithstanding that this baneful Act prevented the 
retirement of the notes of the government, issued during the period 
of civil war, as the Specie Resumption Act contemplated, which re- 
tirement would have been speedily replaced by bank-notes issued 
under the provisions of the National-Banking Act, nevertheless, 
at this period, the entire currency of our country consisted of 
gold coin, legal-tender notes amply secured, and bank-notes 
redeemable in lawful money. 

STOCK OF MONET JANUARY 1, 1878. 

Gold............. ; $229,000,000 

Legal-Tender Notea 346,681.016 

N ational Bank Notes 321,672,505 

Total 1897,353,521 

Our currency was entirely a gold currency, — a currency based 
on gold. No silver coins (except change-money), nor silver 
notes, embarrassed us. Our stock of gold was increasing rapidly 
and enormously. The gold coinage cf our mints aggregated in 
the six fiscal years commencing in 1873 and ending in 1878 
$254,302,134. Ample facility was provided for the issue of addi- 
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tional currency by the provisions of the National-Banking Law, 
the only limitation to the amount of bank-notes which the banks 
could issue being the bonded debt of the United States necessary 
to secure circulation, at that time $1,832,259,310. 

Such was the monetary situation at home when we entered 
upon the era of silver legislation. Abroad the situation was not 
propitious for silver. Commencing with the demonetization of 
silver in Germany in 1873, and the melting down and sale by that 
Empire of 1,081,724,800 marks ($257,454,000) in silver coins, 
followed by the suspension of silver coinage by the States of the 
Latin Union, one after another the European States had closed 
their mints to silver coinage, until in 1878, — when this country 
commenced the purchase and coinage of silver, — not a single mint 
in Europe was open for the coinage of silver for individuals. 

In 1878 the House of Representatives passed a bill for the free 
coinage of silver dollars. This was amended in the Senate, con- 
curred in by the House, and finally enacted into a law over a 
Presidential veto, by which the coinage of the silver dollar, with 
full debt-paying power, was restored, — not for individuals, as 
prior to 1873, — but on government account ; the law requiring 
the mandatory purchase and coinage, monthly, of not less than 
two million nor more than four million dollars' worth of silver 
bullion, with a further provision authorizing the issue of paper 
certificates in sums of ten dollars and multiples, in lieu of the 
actual dollars. Although the minimum amount only was pur- 
chased and coined the purchases of silver under this Act aggre- 
gated 291,292,019 ounces, costing $308,190,262, from which 
there was coined and issued, either in actual dollars or paper 
certificates, 378,166,795 silver dollars. 

The government paid the cost of transporting these dollars 
from the Mint or Treasury offices to any point where wanted. 
But the great bulk of them returned to the Treasury. Various 
devices were tried to promote their circulation, notably by reduc- 
ing, and finally discontinuing, the issue of legal-tender notes of 
denominations less than five dollars ; by receiving deposits of gold 
coin and legal tender notes from individuals and banks at the 
Assistant Treasury in New York, and furnishing silver certifi- 
cates at distant points, thus saving the cost of transportation ; 
and, finally, by the Act of August 4, 1886, authorizing the issue of 
silver certificates in denominations of one, two and five dollars, 
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under the operations of which the large certificates rejected by 
the banks and general public were replaced by small ones, until 
over ninety per cent, of all the silver certificates outstanding were 
in denominations of ten dollars and less. 

Owing to the unparalleled increase of population and business 
in the United States, and especially to the fact that these dollars, 
issued in the form of small certificates, largely supplied the de- 
mand for small currency and filled the vacuum created by the 
retirement of national bank notes, the exchange value of 
the silver dollar, possessing a commercial value very much less 
than the gold dollar, had preserved its equality in domestic circu- 
lation with the gold dollar, by law the unit of value. Since Feb- 
ruary 1, 1878, when we had no silver currency, to July 1, 1890, 
a period of twelve years, there had been injected into the circula- 
tion of this country by mandatory force of law some 354,000,000 
of silver dollars and their paper representatives. 

In the meantime, notwithstanding this enormous absorption of 
silver by our government for currency purposes, the market 
price of that metal had fallen from I1.20J- an ounce on February 
28, 1878, to $0.92 an ounce on May 29, 1889, and the value of the 
silver in the dollar from $0.93 to $0.71 cents. But the advocates 
of silver money were not satisfied with so slow a change from a 
gold to a silver currency. On June 17, 1890, the Senate of the 
.United States by a vote of 42 yeas to 25 nays, passed a bill for the 
unrestricted coinage of silver for individuals into legal dollars at 
the ratio of 16 to 1, and the issue of paper certificates against 
such dollars. There was imminent danger that the Senate Bill 
would pass the House of Representatives, where there was a small 
majority for free-silver coinage. As a compromise measure the 
Act of July 14, 1890, the present silver law (improperly called 
the " Sherman" Act), was passed, which required the purchase by 
the Treasury Department, monthly, of four and a half million 
ounces of silver (instead of two million dollars' worth as under the 
act of 1878), payment to be made at the market price, in new legal- 
tender notes. 

The Act required the coinage into silver dollars, monthly, 
until July 1, 1891, of two million ounces of the silver so purchased, 
and after that date the coinage of silver dollars was left discre- 
tionary with the Secretary of the Treasury. The law further 
required that the silver bars purchased and the dollars coined 
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therefrom should be held in the Treasury as a reserve against the 
legal-tender notes issued. The one saving clause of this law is 
the declaration, inserted by Senator Sherman, that it is the 
" established policy of the United States to maintain the two 
metals on a parity with each other upon the present legal ratio, 
or such ratio as may be provided by law." 

Under the operations of this law the Treasury has purchased, 
from August 13, 1890, when the law went into effect, to June 1, 
1893, 152,413,792 ounces of silver, at a cost of $143,591,569— 
worth, at the present price of silver ($0.83 per ounce), $J 26,503,447 
— an actual loss of over $17,000,000. Of this there has been coined 
into silver dollars, to June 1, 1893, $30,087,040— making the 
total coinage of silver dollars (including 5,078,472, from trade- 
dollar bullion), from February 28, 1878, to June 1, 1893, 
$419,332,305, leaving in the Treasury uncoined 123,911,185 
ounces of fine silver, costing $114,299,757, which could be bought 
to-day for $102,846,284. 

The stock of silver bars, stored in the vaults of the Treasury, 
represents the product of all the silver mines of this country 
for a period of more than two years. As an available asset 
of the Government it is of no practical value. This immense 
stock of uncoined silver is a standing menace to the market for 
silver. If Congress should direct that it be sold, the very fact that 
this huge pile of silver was for sale would break the market and 
cause a serious fall in the price of the white metal. If it should 
be coined under any authority of law to issue it as additional cur- 
rency, it would still further unsettle confidence in the ability of 
bur government to maintain the gold standard, and hasten our 
steps towards a silver basis for our currency. Notwithstanding the 
large purchases of silver by our Treasury under the Act of 1890 the 
price of that metal has fallen from 96 cents an ounce on April 1, 
1890, to 82 cents an ounce on March 22,1893, and the commercial 
value of the silver dollars from 74J- cents to 63 J cents. The total 
purchases of silver bullion since February 28, 1878. to June 1, 
1893, have aggregated 443,705,811 ounces, equivalent to 15,212 
tons, costing $451,790,831. 

Such, then, has been the history of silver legislation in this 
country for the past fifteen years. At a time when the mints of 
all Europe were closed to the coinage of silver money, when the 
most strenuous efforts were being made by those countries to 
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place themselves on the gold standard and to obtain the gold 
needed for that purpose, this country, acting in monetary isola- 
tion, with absolutely no silver currency in 1878, has gone on and 
on forcing silver currency into the channels of trade and piling 
up silver bars in its Treasury. If we had not entered upon this 
silver-purchase scheme the bulk of the silver purchased by our 
treasury would have been shipped abroad and paid for in gold, or 
gold exchange, and added in some form of currency just that 
amount of gold circulation to the country. 

The people of Europe have looked on in amazement to see 
when this remarkable policy would end — a policy which in a very 
much shorter time would have seriously embarrassed any other 
country in the world. The note of alarm' has been sounded over 
and over again. The principle of the " Gresham " law that 
inferior money would surely drive out good money — a law as cer- 
tain and immutable as the law of gravitation — has been ridiculed, 
and the cry has gone up from the West and the South that we 
needed more money. 

Because of our greatness, our wonderful natural and accumu- 
lated wealth, our magnificent industries and unparalleled produc- 
tion both of the soil and workshop, we have vainly imagined that 
we could pursue this policy ad infinitum in the face of the rest of 
the civilized world. We have arrived at a point where no man, 
whose eyes are not absolutely blinded to the facts, can fail to see 
that the limit of silver absorption has been reached unless we are 
prepared to place our currency on a silver basis. Gold is leaving 
our shores in such alarming quantities and with such steady per- 
sistence as to startle the most unconcerned. 

Commencing in May, 1888, the gold shipments have aggre- 
gated, to June, 1893, over $328,000,000, as follows : 

EXPORTS OF OOLD COIN AND GOLD BULLION, CALENDAR TEARS 1888-189'!. 

Calendar years. Gold exported. 

1888.. $34,526,447 

1889. 60,933,460 

1890 . 24,063,074 

189L 79,086.581 

189-2 76.532 056 

1893 (5 mouths) 63,106 ,266 

Total <328,2(T881 

During the same period the imports of gold have amounted to 
$114,683,035, as follows : 
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IMPORTS OV GOLD COIN AND GOLD BULLION, CALENDAR YEARS 1888-1893. 



Calendar 
Years. 


Port of 
New York. 


Port of 
San Francisco. 


AH other 
Ports. 


Total. 


1888 


$6,005,756 

6,304,267 

13,212.739 

31,968.398 

8,504,513 

86,893 

879,605 

4,191,134 

644,071 
25,680 


$3,950,351 
4,617,871 
5,806,220 

10,011,453 
6,045,917 

36,585 

9,423 

22,666 

13,384 


$1,004,666 
1,082,491 
1,211,131 
2,990,2.i9 
2,900,516 

247,365 

363,511 

2,391,637 

146,530 


$10,960,773 
12.001,632 
20,230,090 
44,970,110 


1889 


1890 


1891 


1892 


17,450 916 


1893. 


370,813 
1,257,539 
6,608,437 

803 9S5 








25,680 








$71,826,056 


$30,513,870 


$12,343,109 


$114,683,035 





There was a net loss to the United States by gold exports of 
$213,564,849. It will be noticed, however, that the return gold 
from Europe (all of which comes in at the port of New York) 
aggregated only $71,826,056, so that the actual loss by reason of 
export to Europe was $256,421,828. At the present time (June 1) 
the shipments of gold to Europe continue in increased amounts. 

The stock of free gold in the Treasury, that is all the gold 
not held by law for the redemption of gold certificates, has fallen 
in the same period from $218,818,253 (March 31, 1888) to $95,- 
048,640 (June 1, 1893). 

In addition to $380,169,081 silver dollars and silver certificates 
in circulation on June 1, 1893, sustained at par by our gold 
standard, there were outstanding at the same date $335,977,323 
in U. S. notes, and $132,505,183 in redeemable-on-demaud-in 
gold Treasury notes with an available gold reserve of $95,000,- 
000. Moreover, the old stock argument in favor of silver pur- 
chases, that it increased the currency, is being disproved. The 
amount of money of all kinds in circulation June 1, 1892, was 
$1,613,572,244, while on June 1, 1893, it was reduced to $1,596,- 
151,901, a reduction of over $17,420,000 in the last year. 

When we examine the kind of money in circulation the sub- 
stitution of silver for gold currency becomes more apparent. 
Gold coin and gold certificates in circulation decreased in the last 
year $56,790,953, while silver dollars, silver certificates and 
Treasury notes based on silver increased in the same period $41,- 
218,502, showing how rapidly and surely our currency is chang- 
ing from gold to silver. The gold receipts of the government, 
which, in July, 1890, the date of the passage of the present silver 
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law, amounted to over 95 per cent, of the total receipts from cus- 
toms, have fallen to less than one per cent. — practically to nothing. 

The change from a gold to a silver currency in this country, 
which was very generally predicted in Europe, has heen carefully 
watched by European investors. They have not failed to note 
the fact that, while our gold reserves were rapidly and seriously 
diminishing, our gold obligations, through the issue of Treasury 
notes in the mandatory purchases of silver bullion to the extent 
of about $4,000,000 monthly, redeemable on demand in gold, were 
as rapidly increasing. The result has been to produce a thorough 
distrust in our ability to maintain gold payments. This impres- 
sion has become so general abroad that an enormous amount of 
American securities, the most profitable form of investment for 
the European, have been sent back here for sale during the past 
two years, causing the balance of account to be almost continu- 
ously against us, notwithstanding the large exports of breadstuffs 
and other material from the United States in the fall and winter 
of 1891. 

This is shown conclusively by the fact that, although the bal- 
ance of merchandise trade was in favor of the United States for 
the two fiscal years— 1891 and 1892— over 242,000,000, the net 
gold shipments for the same years was over $68,000,000. That is to 
say, instead of paying us for our cereals in money, Europe paid 
us back our own debts and made us redeem $68,000,000 of our 
debts besides. 

At home the same apprehension has become almost universal 
among bankers and business menin the Eastern and Middle States, 
creating a feeling of distrust, resulting in a contraction of credits, 
or, at least, a more careful placing of credits and discouraging 
new business enterprises. 

The remedy naturally suggests itself — the absolute repeal of 
the present silver law. Unfortunately, this is difficult to secure 
and can at best only be done when Congress meets. Another 
measure has been suggested which, as a temporary expedient, 
would undoubtedly have produced beneficial results if promptly 
acted upon, viz., the strengthening of the gold reserve by the 
sale of bonds. 

That the legal right exists to sell bonds under the provisions 
of the act of January 14, 1875 (when gold alone was our stand- 
ard and silver demonetized), to secure the gold necessary to 
VOL. clvii.— NO. 440. 4 
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maintain specie payments, is so generally admitted by recognized 
authorities on financial matters that it is hardly worthy of dis- 
cussion here. 

If the provision in the Act of July 14, 1890, declaring it to 
be " the established policy of the United States to maintain the 
two metals on a parity," has any signification, it contemplates 
the exercise of the means, provided by existing law, to carry it 
into effect. That declaration was intended as an assurance to 
all people that our currency would be maintained on a gold basis, 
and that if at any time there was danger that the two dollars 
would be of unequal value, it would be the duty of the Secretary 
of the Treasury to prevent it with the lawful means at his disposal. 

That serious danger has existed for some time, that the two 
metals would have unequal values in our currency system, must 
be apparent to every one. The only method available to prevent 
such a catastrophe under existing law was to use the credit of the 
government to secure the necessary gold to insure the mainte- 
nance of the parity. That the placing of bonds to any reason- 
able amount — say fifty to one hundred million dollars — for gold 
coin, either at home or abroad, was perfectly practicable, no one 
doubts. That it would have restored confidence not only by se- 
curing the means to readily maintain gold payments, but as a sub- 
stantial declaration to the world that the matchless credit of this 
great government would be used for that purpose whenever 
necessary, seems reasonable and highly probable. Moreover, it 
would have served as notice by the executive branch of the gov- 
ernment to the legislative that the danger-line of silver currency 
had been reached and demanded prompt and decisive action by 
our law-makers, unless the people of this country were to be taxed 
to support silver purchases. 

Since August 31, 1865, the bonded debt of the United States 
has been reduced from $2,381,530,294 to $585,034,810, a reduc- 
tion of $1,796,495,484, and during the last eight years, under 
the administrations of Presidents Cleveland and Harrison, the 
principal of the debt was reduced by the enormous sum of $597,- 
168,500 (not mentioning premiums and interest), an average of 
over $74,500,000 annually. The result of this unusually large 
reduction of the debt in recent years has been to cripple the 
Treasury, not leaving a sufficient working balance for convenient 
business purposes, and the strengthening of this balance by the 
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proceeds of a bond sale would not only have restored confidence 
in the intent and ability of the Government to maintain all our 
money on a parity, but would have enormously assisted the Trea- 
sury in utilizing its available funds to the best advantage. 

The root of the evil, however, lies in the present silver law, 
aud unless this is removed it seems inevitable that our currency 
must reach a silver basis. What does a silver basis mean ? It 
means, in the first instance, a violent and enormous contraction 
of our currency by the withdrawal of gold coins and gold certifi- 
cates from circulation. After the first shock, when values have 
adjusted themselves to existing conditions, it means that the pay- 
ing power of our money in foreign exchanges will be depreciated 
to the commercial value of our silver dollar, whatever that may 
be. We have an excellent illustration in our near neighbor — 
Mexico — of a country which is on a settled silver basis. The 
Mexican silver dollar, although it contains more silver than our 
dollar, has a purchasing power in foreign exchanges equal only to 
its value as silver bullion. 

The relations between European countries and our own are as 
intimate to-day as the relations between the States "of the Union 
prior to the Civil War. All Europe to-day has the gold standard, 
and all international exchanges are settled on a gold basis. Prob- 
ably three-fourths of the foreign commerce of the United States is 
with European countries. Between countries which use the 
same metal as money there is a par of exchange which varies 
only within well-defined limits regulated by the balance of trade. 
Between countries which use different metals as a measure of 
values there is at present no natural par, because of the fluctua- 
tions in the commercial value of silver. Stability in the rates of 
exchange is the very essence of commercial transactions, espe- 
cially commercial transactions based on credit. Without this 
there is necessarily an uncertainty, which it is impossible to 
eliminate and which complicates and deters business transac- 
tions. In this lies the permanent evil of a silver basis for our 
currency : the uncertainty in the value of our money as measured 
by the money of commerce — gold. 

What the purchasing power of our currency in domestic 
transactions would be depends upon conditions which it is not 
possible to accurately forecast. 

Edward 0. Leech. 



